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Kentucky Utilities Company
VIA UPS OVERNIGHT DELIVERY State Regulation and Rates
220 West Main Street
) , PO Box 32010
Elizabeth O’Donnell Louisville, Kentucky 40232
Executive Director WWW.eon-us.com
Kentucky Public Service Commission
Rick E. Lovekamp

211 Sower Boulevard Manager - Regulatory Affairs

Frankfort, Kentucky 40602-0615 T 502-627-3780
F 502-627-3213
rick.lovekamp @eon-us.com

June 2, 2006

RE: THE APPLICATION OF KENTUCKY UTILITIES
COMPANY FOR AN ORDER AUTHORIZING THE
ISSUANCE OF SECURITIES AND THE ASSUMPTION
OF OBLIGATIONS - CASE NO. 2006-00187

Dear Ms. O’Donnell:

Enclosed please find an original and eight (8) copies of the Response of
Kentucky Utilities Company’s to the Commission Staff’s Data Request dated
May 30, 2006.

Should you have any questions concerning the enclosed, please do not hesitate

to contact me at (502) 627-3780.

Sincerely,

SIS Lo

Rick E. Lovekamp
Enclosures

cc: Elizabeth Blackford
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FILED: JUNE 6, 2006



A-1.

KENTUCKY UTILITIES COMPANY
Response to Commission Staff’s Data Request Dated May 30, 2006
Case No. 2006-00187
Question No. 1
Witness: Daniel K. Arbough
Refer to page 8 of KU's May 4, 2006 filing. Provide any supporting data related to

the statement that current market conditions are yielding a 3-year hedge cost of 90
basis points.

The 90 basis point estimate mentioned above was based on “Municipal Rates and
Swap Levels” provided by Goldman Sachs as of April 27, 2006. (Please see
attached sheets). It is the difference between the annual average BMA rate
(2.84%) and the BMA Fixed Payer rate for 3 years (3.77%). This 93 basis point
difference was rounded down to 90 basis points in the application.
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Municipal Rates and Swap Levels As of 04/27/06
Floating-to-Fixed ; Fixed Rate -
Tax Exempt Rates Swap Structure ! Debt Selected Municipal Index Data
BMA BMA | 68% LIBOR | A BMA | TMLIBOR | REI
" " Fixed 1 Fixed Fixed Reset Day Wednesday Thursday
AAA Fixed Fixed Fixed Payer 1 Recaiver Rate
Maturity | G.O. Yields| Receiver Payer Payer Rate ! fate Curent Week 3.80 5.02 5.20
T 358 363 760 373 Fined >I coLomaN |—>] Fxea | | WeCK' Change | 0.10 0.07 0.02
2 3.60 3.66 3.72 3.68 Payer [<oN SACHS </ Recaiver YTD Average 3.7 4.69 5.12
3 3.61 3.69 3.77 3.69 Floating 1 BMA Annual Average 2.84 3.99 5.02
4 3.62 3.74 3.82 3.72 Rate ' 3-Yr Average 1.79 2.38 5.07
5 3.66 3.78 3.88 3.75 - 5-Yr Average 1.74 2.30 5.18
6 3.76 3.84 3.94 3.78 Floating 1 Fixed-to-Floating 10-Yr Ave,: e | 266 3.97 5.45
7 3.86 3.90 4.00 3.80 Rate Debt : Swap Structure g - . -
8 3.96 3.94 4.06 3.83
9 4,03 3.99 4.13 3.86
° Pt e e s JUK LIBOR CP Treasury Yields
:g ‘:-;;3 :-}; ‘:-gg g-gi 3-month 6-month|30-day}2-year 3-year 5-year 7-year 10-year 30-year
14 4.24 4.15 4.35 3.95 3.85] 5.15 5.29 508 | 491 ] 492 | 4.95 | 5.02 5.08 5.18
15 4.26 4.19 4.39 3.97
16 4.28 4.22 4.42 3.97
17 4.30 4.24 4.44 3.98
18 4.32 4.27 4.47 3.98 Long-Term Interest Rates Short-Term Interest Rates
19 4.34 4.29 4.49 3.99 S T yem Troamuy 550
20 4.37 4.31 4.51 4.00 Revenue Bond Index ]
25 4.49 4.38 4.58 4.00 8801~ — — 30-Yaar BMA Fixed Payer as0 J——
30 4.53 4.42 4.62 4.00 510 1-Morith LIBOB.---*"
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This information regarding current market value is provided for your information only. It is based on a good-faith estimate of the price at approximately the time indicated and
may not represent a price at which either a purchase or sale can be executed with Goldman Sachs or any of its affiliates.
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Disclaimer

This material is not a product of the Fixed Income Research Department. it is not a research report and it should not be construed as such. All
materials, including proposed terms and conditions, are indicative and for discussion purposes oniy. Finalized terms and conditions are subject to
further discussion and negotiation and will be evidenced by a formai agreement. Opinions expressed are our present opinions only and are subject
to change without further notice. The information contained herein is confidential, By accepting this information, the recipient agrees that it will, and
it will cause its directors, partners, officers, empioyees and representatives to use the information only to evaluate its potential interest in the
strategies described herein and for no other purpose and will not divulge any such information to any other party. Any reproduction of this
information, in whole or in part, is prohibited. Except in so far as required to do so to comply with applicable law or regulation, express ot implied, no
warranty whatsoever, including but not limited to, warranties as to quality, accuracy, performance, timeliness, continued availabifity or completeness
of any information contained herein is made. Opinions expressed herein are current opinions only as of the date indicated. Any historical price(s) or
value(s) are also oniy as of the date indicated. We are under no obligation to update opinions or other information. The information gontained herein
has been prepared solely for informational purposes and is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or
instrument or to participate in any trading strategy. The Goldman Sachs Group, inc. does not provide accounting, tax or legal advice; however, you
should be aware that any proposed indicative transaction couid have accounting, tax, legaf or other implications that shouid be discussed with your
advisors and or counsel. The materials should not be relied upon for the maintenance of your books and records or for any tax, accounting, fegal or
other purposes. In addition, we mutually agree that, subject to appiicabie law, you may disciose any and all aspects of any potential transaction or
structure described herein that are necessary to support any U.S. federal income tax benefits, without the Goidman Sachs Group, Inc. imposing any
limitation of any kind. The Goldman Sachs Group, inc. and affiliates, officers, directors, and employees, including persons involved in the
preparation or issuance of this material, may from time to time have "long" or "short" positions in, and buy or sell, the securities, derivatives (inciuding
options) or other financial products thereof, of entities mentioned herein. In addition, the Goidman Sachs Group, inc., and/or affifiates may have
served as manager or co-manager of a public offering of securities by any such entity. Further information regarding this material may be obtained
upon request.

The Goldman Sachs Group, inc. shall have no liability, contingent or otherwise, to the user or to third parties. or any responsibility whatsoever, for
the correctness, quality, accuracy, timeliness, pricing, reliability, performance or completeness of the data or formulae provided herein or for any
other aspect of the performance of this materials. In no event will the Goidman Sachs Group, Inc. be liable for any speciai, indirect, incidental or
consequential damages which may be incurred or experienced on account of the user using the data provided herein or this materials, even if the
Goldman Sachs Group, Inc. has been advised of the possibility of such damages. The Goidman Sachs Group, Inc. will have no responsibility to
inform the user of any difficulties experienced by the Goldman Sachs Group, inc. or third parties with respect to the use of the materials or {o take
any action in connection therewith.

The fact that the Goldman Sachs Group, inc. has made the materials or any other materials availabie to you constitutes neither a recommendation
that you enter into or maintain a particuiar transaction or position nor a representation that any transaction is suitable or appropriate for you.
Transactions invoiving derivative or other products may invoive significant risk and you shouid not enter into any transaction uniess you fully
understand all such risks and have independently determined that such transaction is appropriate for you. The Goidman Sachs Group, Inc. is acting
in the capacity of an arm's-length contractual counterparty {o the user in connection with any transaction the Goldman Sachs Group, inc. may enter
into with the user and not as a financial advisor or & fiduciary.
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